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To the Infrastructure Commission 
 
Submission on the direction for a 30 year infrastructure strategy for Aotearoa 
 
Thank you for the opportunity to provide feedback on this important topic. 

About Wellington Water 

This submission on the Infrastructure Strategy: Consultation Document is from Wellington Water 

Limited (WWL). Wellington Water manages the three-waters assets of behalf of our client councils, 

Wellington City Council, Hutt City Council, Upper Hutt City Council, Porirua City Council, South 

Wairarapa District Council, and the Greater Wellington Regional Council.  Wellington Water also 

provides secretariat services to the joint Councils Water Committee. 

Wellington Water is a council controlled organisation (CCO) that is jointly owned by our client 

councils and was established to manage their three waters infrastructure. We provide a regional 

centre of excellence to our owners which includes the provision of safe and healthy water so that 

our communities prosper. We also contribute to improving drinking water quality at a regional and 

national level through regional Joint Working Groups and through active participation in Water New 

Zealand’s Water Managers Group. 

Our contact person for this submission is . Director of Regulatory Services. 

We are grappling with issues similar to those identified in the Consultation Document, but at a more 

operational level, and our submission response to the themes, needs and changes identified by the 

Infrastructure Commission is on this basis. Most of our responses are focused on the three waters 

infrastructure matters, but we highlight other areas as appropriate. 

Our feedback 

Infrastructure Vision 2050 

Infrastructure lays the foundation for the people, places, and businesses of Aotearoa 

New Zealand to thrive for generations. 

Q1. What are your views on the proposed 2050 infrastructure vision for Aotearoa New Zealand? 

Response: We support the vision. 



 

 

Q2. What are your views on the decision-making outcomes and principles we’ve chosen? Are there others that 

should be included? 

Response: At present the three outcomes, efficient, equitable and affordable are presented as all 

being equal. We consider that there is a clear hierarchy that needs to be considered in light of the 

vision presented. The ‘equitable’ and ‘affordable’ outcomes should be subservient to the need for 

infrastructure investments that deliver ‘wellbeing’ – this should be made clear so that the outcomes 

will truly support the vision. The fundamental principles need to be shown to be linked to the 

outcomes 

The identified needs section and the decision-making process and outcomes section imply that all 

infrastructure decisions will follow the strategy (e.g. all decision-making must … ). Likewise, the 

decision-making principles also imply that the Commission is indeed making decisions.  

We consider that the Commission is effectively an advisory body and has limited ability to influence 

different infrastructure decision makers, particularly those that are commercially focused, and other 

parties (like the Commerce Commission).  It is not clear to us just how the Commission can deliver 

on these outcomes through the strategy.  

We would encourage the Commission to rigorously test its ability to deliver on the proposed 

principles, and the changes identified, against the powers parliament has given it. There needs to be 

clarity with stakeholders just what it is possible for the Commission to deliver on, and where it needs 

the support and partnership of other providers to deliver on the vision. To gain support, provider 

incentives and drivers need to be fully understood if the strategy is to be delivered on to support the 

vision 

Action areas – building a better future 

Our comments on specific action areas and questions are as follows: 

F1.1 - Echoing the point we made earlier, this requirement assumes that the Commission can indeed 

require that all infrastructure decisions are made using businesses cases to guide investment 

decisions. We question whether the Commission can specify this requirement all on decision 

makers.  

This question is also raised in reference to F1.2, F1.3 and F1.7. We are not disagreeing with the 

proposed actions but rather the ability of the Commission to require them – again, if it can’t require 

them then what are the actions the Commission needs to take to ensure they are delivered? 

F1.4 - These requirements should not be limited to transport cases but should apply to all 

infrastructure decisions.  

F1.6 - We would note here that local government does not have full control over these types of 

decisions and that commercial infrastructure follows developers, rather than the local council. This 

needs to be a factor in all infrastructure decision making. 



F1.8 – This requirement runs the risk of providing an incentive to dispose of waste illegally and it 

needs a full wrap-around solution involving all the parties. Second order effects should also be 

considered. 

Q10. The Commission needs to take care that this does not extend to specifying how the data 

collected is to be used to make decisions. Data informs decisions but it does not dictate outcomes.  

Also, we consider that the technological and digital activities that are proposed in section F3 should 

meet and deliver on the outcomes identified by the Commission – that is, they must be efficient and 

deliver benefits rather than being just another expensive IT project. 

F3.1 Care needs to be taken on the issues of security and public safety; full disclosure of data can 

expose vulnerabilities that can be exploited. The balance of risk needs to be considered.  

F3.2 – see answer to Q10 

Q13/14 – We suggest that population planning for infrastructure should be more focused on 

capacity demands including transient populations rather than simply residents. Infrastructure needs 

to accommodate commuters and tourists as well as those who can be counted in a census.  

This issue has been highlighted through case studies in telecommunications and wastewater 

facilities for summer hotspots, particularly affecting areas where the funding comes from a small 

base of ratepayers and cannot be spread over a larger residential cohort. Ignoring this issue will not 

deliver improved infrastructure planning but will be planning to the wrong numbers of assets. 

F4.1 – We suggest that it is not just territorial authorities who make these decisions and that this 

requirement should not be limited to local government. 

F5 - Participation of Maori in three waters decisions and governance is to be encouraged as the 

Commission has identified. However, this has the potential to conflict with the other activities the 

Commission has identified, in particular the focus on economic regulation.  

Te Mana o te Wai is not part of an economic framework and are excluded from consideration by the 

Commerce Commission, as the economic regulator, whose remit is limited to government economic 

policy and outcomes consistent with those in competitive markets. The same exclusion from 

economic regulation considerations applies to the social, environmental, and cultural factors of 

wellbeing that are delivered by infrastructure.  

F6 – Establishing a shared and consistent definition of critical infrastructure that can be applied at a 

national level is likely to be at a very high level and would not address locational or other relevant 

measures of criticality for different classes of infrastructures. This would lead to duplication and/or 

misalignment of identified critical assets. The process should be more organic and include analysis of 

secondary linkages to produce a useful tool that covers all asset types. 

C1.1 and 1.3 – The discussion in the sub-sections begs the question of how subjective amenity value 

is distinguished from the views of mana whenua and Te Mana o te Wai. 

C2.1 - With the Commerce Commission the default economic regulator, there is currently no 

capacity or will to create a water sector specific economic regulator. We would also point out that 

user pays funding does not sit comfortably with the governments stated outcome of cost equity 

(cross subsidisation) to ensure all New Zealand consumers share equal access to safe drinking water.  



The economic regulator does not have the power to determine funding sources. We would also note 

here that in almost all cases of economic regulation with a price-quality path, the value of regulated 

businesses assets has been written down by 20-30%, which could limit any ability to use the full 3-

waters asset base to support loans. 

Because the Commerce Commission is an independent body, the Infrastructure Commission cannot 

give direction to it and we regard the actions set out in this section to be more of suggestions. 

It is unclear to us why future developers should benefit from any spare capacity that has been paid 

for by current consumers. Issues of spare capacity and investing prior to demand from customers 

will be dealt with by the economic regulator and the resulting incentives should be consistent with a 

competitive market (we would point out that Transpower regularly faces the spare capacity decision 

issue under its IPP regulation). This outcome may not align with the Commission’s suggestions. 

C2.2 - Volumetric charging is a part of the solution, however there are additional complications that 

will need to be taken into account such as; the cost sharing sought by government, adherence to 

pricing principles sought by the economic regulator that need to be consistent with competitive 

markets, the disconnect between capacity of water needed for firefighting and the peak demand 

from users for drinking water.  

With wastewater, content is more important than volume when it comes to processing and 

treatment plants frequently deal with a greater volume than the sum of individual user inputs, i.e. 

people must be charged for more capital and operational processing than they actually use. 

C2.3 – The publication costs of information to support development will need to be recovered in a 

commercial manner rather than from existing users. In the next few years, water entities will be 

commercial and subject to economic regulation. In this regard it is worth noting that other 

commercial utilities do not produce similar information but instead respond to requests from 

developers rather than to local authority direction or plans.  

The focus on infrastructure costs here is backward looking and fails to take into account resource 

constraints (water sources at capacity, declining water takes or higher receiving water quality 

standards set by the environmental regulator), all of which have a significant effect on meeting 

growth needs. 

C2.4 - Post implementation reviews should be applied to all major infrastructure projects and be part 

of ensuring that the vision and objectives identified by the Commission are indeed delivered. The 

issue we see is how the Commission can require all infrastructure entities to undertake these 

reviews to a consistent standard so that items for learning can be shared publicly rather than 

brushed over. 

C2.5 – We see the requirement for commercial infrastructure entities to invest in meeting the 

planning criteria for the benefit of other parties as problematic. Other funding sources are needed 

but any change in costs and/or funding could affect decisions made by the economic regulator. 

C4.1 to C4.3 - The issue of who pays to protect the needs to future users and those who benefit from 

the lower costs of the investment in future infrastructure capacity is complex.  It probably needs to 

be resolved through both economic regulation and with commercial decision making that might 

favour other outcomes than those proposed here.  



Q24 – While the desire for consistent decision-making processes is supported, issues arise with 

requirements that are set by government versus agencies (e.g. the Commerce Commission doesn’t 

use Treasury process). Also, a wider issue is that different organisations have different strategic 

drivers and outcomes which results in different decisions. 

S2.4 - Does this apply to new water entities? Commercial utilities do not have access to this revenue 

stream but still manage to fund growth. Another issue with a scheme like this and the government 

focus on cost sharing for safe drinking water is that there may still be local authorities providing 

water services i.e. they have not joined the new entities 

Q31 - Peak demand management through pricing is not generally suitable for water networks – in 

most cases capacity is not constrained (due to the requirement to provide to fight fires which far 

exceeds normal demand). The issue is more in resource availability e.g. seasonal changes in rivers or 

aquifer levels, where pricing is not suitable for changing behaviour. Demand for water and waste 

services is relatively inelastic and peak shifting has limited value except is certain circumstances. 

Unlike electricity, water can be stored, and the infrastructure has been built to take account of this 

fact in managing peak demand. 

S3.1 - Non built solutions and taking full account of other alternatives should be encouraged, but 

they need to align with organisational and regulatory policies/incentives to use lowest lifecycle cost 

and consequently they might have a higher up-front cost. There is also the need to consider the 

issues with pricing solutions aligning to government objectives and regulatory principles.  

S3.2 - Asset management is the delivery of an organisations strategy and objectives using assets - 

centralising this function implies that the organisational strategy and objectives are not relevant. A 

better approach would be to require improved governance of agencies through performance 

management of asset management functions. Improvements could be supported directly or through 

case studies etc by the Commission 

S3.3 – See our comments elsewhere regarding issues with pricing and the use of existing assets in 

water infrastructure. 

S4.1 – We agree there should be improvements in this practice 

S4.2 - The Commerce Commission requires a cost benefit analysis for all projects greater than $20m 

under the Capex IM, but initially this was $5m because of previous performance issues. Agree that 

there should be improvements in this practice.  

S4.3 - The Commerce Commission sets a discount rate (WACC) in the IMs for cost-benefit purposes. 

It is also worth pointing out that regulated industries have to use the WACC in their decision making 

which is a discount rate set on the basis of market performance and not a social basis. 

S4.4 - As the Commission has noted, there is a difference between business cases developed using 

Treasury social investment methodology and those set by the economic regulator. In this regard, the 

Transpower Capex IM is an example of an economic decision-making tool where other factors like 

those identified by the Commission (social, environmental and cultural wellbeing) are only 

considered to the extent that they can be monetised.  

The Capex IM has a requirement to select the project with the highest economic benefit. The 

Commerce Commission is an economic regulator that must consider government economic policy, 



but no other policies, and must produce outcomes that are consistent with those in a workably 

competitive market – it cannot consider other “well-beings” under its current remit.  

As an independent body, the Commerce Commission does not develop its IMs or determinations in 

conjunction with the regulated sector (or any other body) – it will consult and consider feedback but 

must deliver the purpose of Part 4. Also, due to the nature of it being a generic network regulator, 

the solutions it develops will be generic and will align with Capex IM for Transpower (and probably 

Chorus) i.e. base and major capex with different processes – they are not simplified 

S5.2 - The use of stimulus funding in commercial or regulated entities will require some care to avoid 

picking winners or distorting incentives. 

 




